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Abstract  We  estimate   changes  in  fiscal  policy  regimes  in  Portugal with  a 
Markov   Switching  regression  of  fiscal  policy  rules  for  the  period   1978– 




The opinions  expressed herein  are those of the authors and do not necessarily  reflect those of 
the ECB or the Eurosystem. We are grateful  to an anonymous referee for helpful comments. 
 
UECE is supported by FCT (Fundação para a Ciência e a Tecnologia, Portugal), financed  by 
ERDF and Portuguese funds. 
 
A. Afonso 
European Central Bank, Directorate General Economics, 









UECE—Research Unit on Complexity and Economics, 
R. Miguel Lupi 20, 1249-078 Lisbon, Portugal 
 
P. Claeys (B) 
Facultat de Econòmia i Empresa, Grup  AQR IREA, Universitat de Barcelona, 
Avinguda Diagonal, 690, 08034 Barcelona, Spain 
e-mail: peter.claeys@ub.edu 
 
R. M. Sousa 
Department of Economics and Economic Policies Research Unit (NIPE), 
University  of Minho, Campus  of Gualtar, 4710-057 Braga, Portugal 
e-mail: rjsousa@eeg.uminho.pt 
 
R. M. Sousa 
London School of Economics, Financial  Markets Group, 





84 A. Afonso  et al. 
 
deficit bias, while repeated reversals  of taxes  making  the budget  procyclical. 
Economic booms  have  typically  been  used  to  relax  tax  pressure, especially 
during elections. One-off measures have been preferred over structural ones to 
contain the deficit during economic crises. The EU fiscal framework prompted 
temporary  consolidation, but  did  not  permanently  change   the  budgeting 
process. 
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